Automated Commercial Environment—Requirements Recommendation

August 1, 2001

ACT-001 Account Definition (Final Version )

Requestor: Account Management Subcommittee

Customs Co-Chair: EEIe[sEI0IE)]

Trade Co-Chair: (signature)

Requirement: Account Establishment and Definition

a. The Trade must have the capability to establish and define their own accounts and to
provide administrative information, such as name, address, point of contact, etc., for
themselves. This includes the flexibility to define the scope of the account, such as for a
business unit, corporate division, subsidiary, or whatever entity is suitable for their
business needs. (Defining an account for the purpose of doing business with Customs is
not an indication that Customs will include the account in its formal compliance
management program.)

b. As part of the definition process, the Trade must be able to link multiple (sub)accounts
across corporate structure and hierarchically such that multiple accounts’ transactions,
compliance data, and/or financial obligations can be aggregated, e.g., across business
lines. The Trade needs full flexibility in the definition of such links to accommodate
mergers, acquisitions, joint ventures, etc. Further, the definition of an account must allow
the possibility of performing more than one trade role in its relationship with Customs as
well as allowing a separate account for each business/trade role. For example, Company
Xis both a broker and freight forwarder, Company Y is an importer, and both companies
are subsidiaries of Corp. Z, which is responsible for all their Customs duties/fees/taxes. In
this example, three accounts would be defined, with X and Y linked to Z for revenue
purpose and to show corporate relationship. Alternatively, Company X might instead
establish two separate accounts for its brokerage and freight forwarder operations, for a
total of four linked accounts.

Attached are a variety of examples of how accounts might be corporately related and the
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types of linkages required. These examples are by no means exhaustive, but are
intended to illustrate the flexibility that is required.

c. The Trade must also be able to establish relationships between accounts in different trade
roles, whether or not they are corporately linked, e.g., Broker B is an agent for Importer A,
or B has power of attorney to represent A. This is an extension of the NCAP Prototype
capability to define and enforce such relationships between various account trade roles
(between Brokers and Importers and Carriers, etc.).

d. The Trade must be able to perform the above functions electronically (establish and
define account, provide administrative information, establish corporate links across
accounts, define trade relationships with other accounts). ACE will generate a unique
identifier for each defined account and will ensure that the account being defined does not
duplicate another with the same name.

NOTE: It is understood that further details and specificity of this and related requirements
must be defined in order to implement a satisfactory solution. The Account Management
Subcommittee needs to remain involved during this requirement specification process and
expects to provide feedback as refinements emerge. That is, requirements engineering
necessarily involves Subject Matter Experts (SMEs), and this Subcommittee is the most
relevant and available source of SMEs for account-related matters.

The Trade needs accounts defined at the appropriate level to reflect their organization, to
aggregate or segregate activities appropriately for effective management, and to facilitate
accounting. At the same time, because of modern business complexity, they need to have
the flexibility to aggregate compliance and other data across multiple business activities so
they can better monitor and improve compliance throughout and across their corporate
structure. Moreover, Customs accounts need to adapt to corporate changes such as
mergers, acquisitions, and development of new business units.

Separating different business activities into different accounts allows close monitoring of each
one while also seeing the “bigger picture”. However, the Trade also needs control over how
those separate accounts are grouped or linked for revenue purposes. For example, there
might be three different accounts for menswear, ladies apparel and footwear because of their
separate importation activities, but menswear and ladies apparel are part of the same
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| financial business operation and need single (common) Customs billing/payment. |

Technical Need

ACE implementation must prevent duplicate entries while disambiguating duplicate names,
and must notify the user of potentially duplicate accounts during the account definition
process (paragraph a. above) and during the process of identifying other accounts for
establishing trade relationships (requirement c. above).

a. Self-establishing their own account and electronically defining account information
reduces data entry burden on Customs.

b. The Trade can better ensure accuracy and integrity of account information. This allows
the Trade to fulfill the requirements of the Modernization Act, assuming the cost and
taking full responsibility for the accuracy of the information.

c. The Trade can better monitor and improve compliance of its individual business units
across the corporate structure.

d. Alignment of account structure with corporate financial operations will facilitate correct and
timely payment of Customs duties, fees and taxes.

e. Customs can formulate effective compliance strategy based on realistic view of the
account’s business and financial operations.

The same business entity might inadvertently be defined as multiple accounts, with multiple
ACE id’s.
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Related Subcommittees

All other subcommittees are interested in how accounts are defined.

Priority:  Critical X High [] Medium [ ] Low [ ]

Customs Use Only
Approved [ ] Not Approved [ ] Further Evaluation Required [ ]
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Automated Commercial Environment
Requirements Recommendation
Attachment to ACT-001 Account Definition

July 20, 2001

ACT-001 Account Definition: Attachment A

Requestor: Account Management Subcommittee

Customs Co-Chair: EEIe[sEIIE)]

Trade Co-Chair: (signature)

As set out in Account Management Subcommittee ACT-001, the key to successful Account Definition in ACE will be flexibility to
accommodate any number of complex, non-static business structures (for account creation & maintenance) and relationships (for
linking). This flexibility is necessary to accurately reflect the business practices of modern industry today and to permit the changes
that will come tomorrow. Account flexibility will allow Trade to manage import activity more effectively and Customs to better monitor
and assess this activity for compliance.

Following are examples (supplied by TSN Subcommittee members) demonstrating the complexities of their current business models
and the corresponding need for Account flexibility.
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Example 1

Foreign Parent Company - Manufacturer
and Supplier

U.S. Holding Company - No Trading
Activities

Importer and Exporter

U.S. Sales and Distributing Company

U.S. Border

U.S. Manufacturing Coordination
Company - Importer and Exporter

Subsidiary 1 - Importer
and Exporter

Subsidiary 2 - Ocoasional Subsidiary 1 - Manufacture

Importer and Exporter Importer and FTZ Operator

Subsidiary 2 Manufacturer
Importer and FTZ Operator

Customs has no ability to relate one company with another when

the IRS number is different.

Current Situation

Trade Support Network

Version 1



Example 1 (cont.)

and Supplier

Foreign Parent Company - Manufacturer

U.S. Holding Company - No Trading

U.S. Border

U.S. Manufacturing Coordination

porter and Exporter

Activities
!
U.S. Sales and Distributing Company
Importer and Exporter Company - Im
Subsidiary 1 - Importer Subsidiary 2 - Occasional Stisslany i = Manu Bk
and Exporter Importer and Exporter Importer and FTZ Operator

- Operations and Revenue Group 1

Operations and Revenue Group 2

J— Operations and Revenue Group 3

O O OO

Operations and Revenue Group 4

Subsidiary 2 Manufacturer

Importer and FTZ Operator

Desired Account MODEL 1
Under ACE
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Example 2

For REVENUE
purposes, the entities
should be grouped as

indicated

17 Entities

Comprise the

Importer

For COMPLIANCE

purposes, the entities
should be grouped as
indicated
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Example 3

MODEL 1 MODEL 2
OPERATIONS & REVENUE OPERATIONS REVENUE
COI’p Corp Account Corp Account
Account
| | l l l
Sub Sub Sub Sub Sub Sub
Sub 1| |Sub2| |Sub3 ub| |Sub| ISy ub| |Sub| ISy
MODEL 3 MODEL 4
OPERATIONS REVENUE OPERATIONS REVENUE
Corp |4 Accts Corp|TAcct [Gore| [com]| | !:op!-oop ________
! : [ l | sub || sub || sub || sub H | sub || sub ||| sub || sub |
Sub| |Sub| |Sub Sub| |Sub| |Sub e Acct -
1 2 3 1 2 3 e eV
Acct Acct Acct
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Example 3 (cont.)

MODEL 5 MODEL 5

(Continued)
OPERATIONS
g o | e
Holding Co
— Account , Holding Co | Account
[ |
Supply | i |
Chain Sub CopBt--qJv|: | ] o] Sweply | ___________ prosenneaneanea :
I I ! i | Chain Sub i ; i
He | [ He | [ He i ! : 0B} 5
JV r--1MigSub| |CorpA| |su2| [sub2||Sub2 — i i Corp A Corp B | WV g
T —t—— g L ] |
Sub | | Sub| | Sub Sub| |Sub| |Sub| i | JV r--1 Mfg Sub HC | | HC | | HC Acct
1 2 3 1 2 3 : : ' Sub2| |Sub2| |Sub2
« Supply chain sub is licensed broker ~Acct [ | I |
— (and IOR?) Sub Sub Sub Sub Sub Sub
+ All subs are ultimate consignee 1 2 3 1 2 3
— (orIOR)
* JVs are IOR managed by supply chain sub
10 Version 1
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Example 4

CNF Inc.

Con-Way Emery Air .
CNF Transportation Freight Menlo Logistics, i
. 1 . . . Inc. —]—Vector SCM, LL(C
Properties, Inc. Services, Inc. Corporation CHART C
CHART A CHART B
CNF Service WET;rYd Road Systems, LSOQIS.“CS
Company, Inc.| | o oridwide Inc. ervice
’ Airlines, Inc. Providers, LLC

CNF
International —
Holdings, LTD
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Example 4 (cont.)

Con-Way Transportation Services, Inc.
CHART A

Con-Way
Transportaion| | Comats Mexico ConWay | | O | | Businens Con-Way
P ' Express S.A. NOW 9 . AR
USA Express, Inc. de C.V Services Solutions

Con-Way
— Central
Express

Con-Way
—  Southern
Express

Con-Way
—  Western
Express
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Example 4 (cont.)

Emery Air Freight

Corporation

CHART B

—

~—

J

Emery Agence Emery Customs
en Douane Brokerage, Ltd.
(France) (Canada)
( Emery Air Emery Distribution
Freight GmbH Systems, Inc.
g A (Emery Customs
(Austria) Brokers, USA)
Emery Air EDSI International, Inc.
Freight S.A. I
(Spain) Emery Ocean Services
Pty. Limited
Emery Air
Freight S.r.. E:‘?glg"’l?‘i'
(Italy) 9 ’ ’
Emery A_|rcraft Emery Worldwide
Leasing L
: Limited
Corporation
Emery worldwide Emery Air Freight
Poland iy
Limited
Sp. z o.0.

-

\

~

Emery Transnational
Air Cargo
Corporation

J

Emery Worldwide
(India)
Private Limited (J.V.)

-

\

~

Emery Worldwide
Int’l Transportation
Co., Ltd. (J.V. China)

s N

Emery Worldwide
Japan
Corporation

-

~

Emery Worldwide
Czech Republic
S.r.o.

Emery Worldwide
(Korea)
Co., Ltd.

Emery Worldwide
do Brasil Ltda.

Emery Worldwide
(Portugal)
S.A.-Transitarios

\

Emery Global
Logistics
(Hong Kong) Limited

Emery Worldwide

e N

Emery Worldwide

Logistics
(Shanghai) Co. Ltd.

s a

Emery Worldwide

Services (Thailand)
Limited

Emery Worldwide

(Thailand) Ltd.
(J.Vv.)

Priority Fresh

(New Zealand)
Limited (J.V.)

Transportes

(Saipan)
Inc.

-

-

~

Emery Worldwide
Hungary Transport &

Logistics Ltd.

J

Emery Worldwide

EWW, S.A.

\ J

e N

(South Africa)

(Pty) Ltd.

Emery Expedite!, Inc.

- J
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Example 4 (cont.)

Menlo Logistics, Inc
CHARTC

Menlo Logistics

* . gu
Menlo Logistics B.V. Global Transportation
(Netherlands) Services, Inc.
Priority:  Critical X High [] Medium [ ] Low [ ]
Customs Use Only
Approved [ ] Not Approved [ ] Further Evaluation Required [ ]
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